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SUBJECT: ISAC 22 (COMMUNICATIONS EQUIPMENT AND NON- 
CONSUMER ELECTRONIC EQUIPMENT). MEETING WITH 
MTN DELEGATION, JUNE 5-6 

REF: GENEVA 8084 

1. ISAC 22 (COMMUNICATIONS EQUIPMENT AND NONCONSUMER 
ELECTRONIC EQUIPMENT) MET WITH AMB. MCDONALD AND THE MTN 
DELEGATION STAEF IN GENEVA JUNE 5-6 IN SESSIONS WHICH PRO- 
CEEDED GENERALLY AS DESCRIBED IN REFTEL. ISAC 22 WAS 
REPRESENTED BY R. GALVIN (IPAC MEMBER) AND T. MARSHALL, 

BOTH OE MOTOROLA INC., AND E. SULLIVAN OE GTE LABORATORIES, 
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INC. THE ISAC REPS STATED THAT THE TPSC-OBJECTIVES PAPER 
WAS WELL DONE BUT NOTED THAT FOREIGN GOVERNMENT SUBSIDIES 
SHOULD BE LABELED AS A PRIORITY OBJECTIVE EOR THEIR AREA. 

ISAC IS VERY SUPPORTIVE OF MTN AND HAS FEW PROBLEMS WITH 
THE OVERALL U.S. APPROACH, ALTHOUGH THEY HAVE SOME CON- 
CERNS WITH RULES OE ORIGIN AND GOVERNMENT PROCUREMENT 
COVERAGE. 
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2. TOPICS DISCUSSED INCLUDED: SUBSIDIES, RULES OE ORIGIN, 
GOVERNMENT PROCUREMENT, STANDARDS AND EC/JAPANESE TARIEES. 
THE ISAC REPS STRONGLY BELIEVE THAT EOREIGN GOVERNMENT 
SUBSIDY PRACTICESAND EOREIGN CARTELS PLACE U.S. EIRMS AT A 
GREAT DISADVANTAGE WITHIN THEIR OWN MARKET, AND THAT THESE 
PRACTICES, IE CONTINUED, WILL HAVE SERIOUS ADVERSE EFEECTS 

ON THEIR INDUSTRIES. THE ISAC REPS SUGGESTED CONSIDERA- 
TION OE A SCHEME WHEREBY THE EOREIGN MANUFACTURER WOULD 
IMPUTE THE VALUE OE THE SUBSIDY ON A PRODUCT BASIS, AND 
THIS COST WOULD BE INCLUDED IN THE SELLING PRICE OF THE 
PRODUCT SO AS TO NEUTRALIZE THE TRADE EEFECT OF THE SUBSI- 
DY. THE ISAC REPS STRESSED THEIR DIFEICULTIES WITH THE 
EC/EETA RULES OF ORIGIN AS THE SINGLE MOST SERIOUS ITEM 
AEFECTING TRADE IN INTEGRATED CIRCUITS. THEY NOTED THAT 
SOME EETA COUNTRIES HAVE RECENTLY BEGUN TO STRICTLY ENEORCE 
THE 3 PER CENT RULE AND IE THIS CONTINUES, U.S. EXPORTS TO 
EUROPE WILL DECLINE SUBSTANTIALLY. THIS COUPLED WITH THE 
THREATENED WITHDRAWAL OE THE EC TARIEF OFEER ON SEMICON- 
DUCTORS WOULD POSE SERIOUS PROBLEMS FOR THE INDUSTRY. THE 
ISAC REPS STRESSED THAT IE LIBERALIZATION OE THE EC/EETA 
RULES OE ORIGIN IS NOT FORTHCOMING IN THE MTN, MAINTENANCE 
OE THE EC TARIEF OFFER ON SEMICONDUCTORS IS ESSENTIAL. ON 
GOVERNMENT PROCUREMENT, ISAC REPS ARE CONCERNED ABOUT IN- 
CLUSION OF DOD PROCUREMENT OF ITS PRODUCTS IN THE CODE 
WITHOUT ADEQUATE COMPENSATION. THEY DO NOT BELIEVE ADE- 
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QUATE COMPENSATION FROM OUR TRADING PARTNERS IS POSSIBLE. 
ISAC REPS SAID THEY WOULD CHECK WITH WASHINGTON REGARDING 
INCLUSION OF ITS PRODUCTS IN GOVERNMENT PROCUREMENT CODE 
COVERAGE. WITH RESPECT TO STANDARDS, THE ISAC REPS STATED 
THAT SINCE THE U.S. SERVES A WORLD MARKET, IT IS HEAVILY 
IMPACTED BY DIFFERING STANDARDS BETWEEN COUNTRIES, ES- 
PECIALLY IN EUROPE. EUROPEAN FIRMS ARE LESS AFFECTED SINCE 
THEY GENERALLY SERVE ONLY A LIMITED MARKET, USUALLY THEIR 
OWN COUNTRY. ON TARIFFS, THE GROUP STRESSED ITS CONCERN 
OVER THREATENED EC WITHDRAWALS AND RESTATED ITS GOAL OF 
EQUAL TREATMENT IN THE EC, lAPAN AND THE U.S., ESPECIALLY 
ON SEMICONDUCTORS. 

3. ISAC PLANS TO PREPARE A BRIEF SUMMARY OF ITS OB- 
JECTIVES FOR WASHINGTON AND DELEGATION USE. 

4. DRAFTED BY KAMINSKI. MCDONALD 
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